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section until the noncompliance is cor-
rected.

(2) Tenants whose incomes no longer
qualify must pay rent no greater than
the lesser of the amount payable by the
tenant under State or local law or 30
percent of the family’s annual income,
except that tenants of units that have
been allocated low-income housing tax
credits by a housing credit agency pur-
suant to section 42 of the Internal Rev-
enue Code of 1986, I.R.C. section 42,
must pay rent governed by section 42.
Tenants who no longer qualify as Eligi-
ble-Income are not required to pay as
rent an amount that exceeds the mar-
ket rent for comparable, unassisted
units in the neighborhood.

(3) If the income of a tenant of a
CMPF-funded unit no longer qualifies,
the Awardee may designate another
unit, in the CMF-funded project, as a
replacement unit that meets the af-
fordability qualifications for Eligible-
Income, Low-Income, Very Low-In-
come, or Extremely Low-Income Fami-
lies and as set forth in the Awardee’s
Assistance Agreement. If there is not
an available replacement unit, the
Awardee must fill the first available
vacancy with a tenant that meets the
affordability qualifications for Eligi-
ble-Income, Low-Income, Very Low-In-
come, or Extremely Low-Income Fami-
lies as necessary to maintain compli-
ance with the CMF requirements and
the Assistance Agreement.

§1807.402 Affordable housing—home-
ownership.

(a) Acquisition with or without rehabili-
tation. Housing that is for Homeowner-
ship purchase must meet the afford-
ability requirements of this subsection.

(1) The housing must be Single-fam-
ily housing.

(2) The housing price does not exceed
95 percent of the median purchase price
for the area as used in the HOME Pro-
gram and as determined by the applica-
ble Participating Jurisdiction.

(3) The housing must be purchased by
a qualifying family as set forth in
§1807.400. The housing must be the
principal residence of the family
throughout the period described in
paragraph (a)(4) of this section.

(4) Periods of Affordability. Housing
under this subsection must meet the

§1807.402

affordability requirements for at least
10 years at the time of purchase by the
homeowner.

(6) Resale. To ensure that CMF
awards are being used for qualifying
families for the entire 10-year afford-
ability period, recoupment and rede-
ployment or resale strategies must be
imposed by the Awardee. A recoupment
strategy must ensure that, in the event
the qualifying homeowner sells the
housing before the end of the 10-year
affordability period and the new home-
owner does not meet the affordability
qualifications set forth in §1807.400, the
portion of the CMF award used to fi-
nance the Affordable Housing Activity
is recouped and redeployed to a quali-
fying family for affordable housing
homeownership in the manner set forth
in §1807.402, except that the housing
must meet the affordability require-
ments only for the remaining afford-
ability period. The Awardee may de-
sign and implement its own
recoupment strategy. Deed restric-
tions, covenants running with the land,
or other similar mechanisms may be
used as the mechanism to impose the
resale strategy. The Awardee shall re-
port to the CDFI Fund the event of re-
sale, recoupment and redeployment of
the CMF award in the manner de-
scribed in the Assistance Agreement.
The affordability restrictions may ter-
minate upon occurrence of any of the
following termination events: Fore-
closure, transfer in lieu of foreclosure
or assignment of an FHA-insured mort-
gage to HUD. The Awardee may use
purchase options, rights of first refusal
or other preemptive rights to purchase
the housing before foreclosure to pre-
serve affordability. The affordability
restrictions shall be revived according
to the original terms if, during the
original affordability period, the owner
of record before the termination event,
obtains an ownership interest in the
housing.

(b) Rehabilitation not involving acquisi-
tion. Housing that is currently owned
by a qualifying family, as set forth in
§1807.400, qualifies as Affordable Hous-
ing if it meets the requirements of this
subsection.

(1) The estimated value of the hous-
ing, after Rehabilitation, does not ex-
ceed 95 percent of the median purchase
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§1807.500

price for the area, as used in the HOME
Program and as determined by the ap-
plicable Participating Jurisdiction; or

(2) The housing is the principal resi-
dence of a qualifying family as set
forth in §1807.400, at the time that CMF
funding is Committed to the housing.

(3) Housing under this subsection
must meet the affordability require-
ments for at least 10 years after Reha-
bilitation is completed or meet the re-
sale provisions of §1807.402(a)(5).

(c) Ownership interest. The ownership
in the housing assisted under this sec-
tion must meet the definition of
‘“Homeownership”’ as defined in
§1807.104(z).

(d) New construction without acquisi-
tion. Newly constructed housing that is
built on property currently owned by a
family which will occupy the housing
upon completion, qualifies as Afford-
able Housing if it meets the require-
ments under paragraph (a) of this sec-
tion.

(e) Converting rental units to Home-
ownership units for existing tenants.
CMF-funded rental units may be con-
verted to Homeownership units by sell-
ing, donating, or otherwise conveying
the units to the existing tenants to en-
able the tenants to become home-
owners in accordance with the require-
ments of §1807.402. The Homeownership
units are subject to a minimum period
of affordability equal to the remaining
affordability period.

Subpart E—Leveraging and
Commitment Requirement

§1807.500 Leveraged costs—general.

(a) Each CMF grant is expected to re-
sult in Eligible Project Costs that total
at least 10 times the grant amount.
Such costs may be for activities that
include Affordable Housing Activities,
Economic Development Activities, or
Community Service Facilities. Thus,
an Awardee shall demonstrate that it
leveraged, over its CMF funded port-
folio, its CMF award at least 10 times
the CMF grant amount or some other
standard established by the CDFI Fund
in the Awardee’s Assistance Agree-
ment. Leveraged Costs are costs that
exceed the dollar amount of the Award-
ee’s CMF contribution to each CMF-
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funded activity. However, the applica-
ble NOFA may set forth a required per-
centage of Leveraged Costs that must
be attributable to non-governmental
sources. An Awardee may report to the
CDFI Fund all Leveraged Costs, with
the following limitations:

(1) No costs attributable to Oper-
ations may be reported as Leveraged
Costs.

(2) No costs attributable to prohib-
ited uses as identified in §1807.302(a)
and (¢c) may be reported as Leveraged
Costs.

(3) All costs attributable to Afford-
able Housing Activities reported as Le-
veraged Costs must be for housing
units that qualify as Affordable Hous-
ing under §1807.401 or §1807.402 for Eli-
gible-Income Families.

(b) Awardees shall self-report
leveraging information through forms
or electronic systems developed by the
CDFI Fund, subject to audit require-
ments set forth herein. Consequently,
Awardees shall maintain appropriate
documentation, such as audited finan-
cial statements, wire transfers docu-
ments, pro-formas, and other relevant
records, to support its reports.

§1807.501 Commitment for use.

(a) CMF awards shall be Committed
for use by the date designated in the
Awardee’s Assistance Agreement. An
Awardee shall demonstrate that its
CMF award is Committed by having ex-
ecuted a written, legally binding agree-
ment under which CMF assistance will
be provided to the developer or project
sponsor for an identifiable project
under which:

(1) Construction can reasonably be
expected to start within 12 months of
the agreement date; or

(2) Property title will be transferred
within six months of the agreement
date.

(b) An Awardee shall make an initial
disbursement of its CMF award for Af-
fordable Housing Activities, Economic
Development Activities or Community
Service Facilities by the date des-
ignated in its Assistance Agreement.
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